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Board of Examiners 


The examinations of the American Insti- 
tute of Accountants will be held November 
18th and 19th. Twenty-six states and one 
territory of the United States will use these 
questions for the examination of candidates 
for the certified public accountant certifi- 
cate. Results will be published in later 
issues of the Bulletin. 

In accordance with the recommendation 
of the board of examiners and after election 
by the council, the president of the Institute 
has declared elected as of November 5th 
the following applicants for admission to the 
Institute: 


For advancement to membership: 
William Raymond Donaldson, New York 
George Rowland Hill, Michigan City, Indiana 
Lewis Arthur Oates, Miami 
Frederick Cornelius Wandmacher, New York 


For admission as members: 
Harry Priest Burlingame, St. Louis 
Goodwin Price Graham, Washington 
Joel Acker Rogers, Jackson 
Emil Henry Schwagmeyer, Chicago 
Howard G., Slagle, Cleveland 
For admission as associates: 
Darcy Robert Bonner, Dallas 
Alfred Leslie Crampton Chalk, San Francisco 
Raymond Philip Myer, Waukegan, IIl. 


Next Annual Meeting of Institute 


The committee on meetings of the Ameri- 
can Institute of Accountants has already 
commenced its preparations for the annual 
meeting which is to be held in Del Monte, 
California, next September. Under date 
of October 26th a letter from the committee 
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was sent to all members and associates of 
the Institute urging them to arrange their 
affairs so that they may attend the Cali- 
fornia meeting, and describing the facilities 
for entertainment offered by Del Monte. 
At a recent meeting accountants in Cali- 
fornia have laid plans to assist the achieve- 
ment of a successful meeting, and it seems 
assured that the occasion will be a notable 
one. 
Obituary 


Sidney J. Syer, a member of the American 
Institute of Accountants and a certified 
public accountant of New York, died 
October 30th at his home in Cranford, New 
Jersey. He had been a member of the Amer- 
ican Institute of Accountants since 1916, 
and of its predecessor, the American Asso- 
ciation of Public Accountants. At the time 
of his death he was with Stagg, Mather & 
Co., New York. 


Dominion Association of Chartered 
Accountants 


The annual convention of the Dominion 
Association of Chartered Accountants was 
held September 29 and 30, and October 1, 
1926, at the Windsor hotel, Montreal. 
Several papers were presented which pro- 
voked interesting discussion by the account- 
ants present. The American Institute of 
Accountants was officially represented at 
the meeting by William H. West, president. 
John R. Ruckstell, a vice-president, also 
attended some sessions. The members of 
the Association of Accountants in Montreal 
acted as hosts to the association and were 
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complimented on the successful manner in 
which the meeting was conducted. The 
election of officers resulted as follows: 
President, Edward S. Read; vice-president, 
H. Percival Edwards, and secretary-treas- 
urer, Keith Drennan. 

The next annual convention will be held 
at Winnipeg, where the Institute of Char- 
tered Accountants of Manitoba will act as 
hosts. The Manitoba Institute has ex- 
tended a gracious invitation to members of 
the American Institute of Accountants to 
be present at the meeting at Winnipeg, and 
suggests that American accountants en 
route to the Institute meeting in California 
make the trip by way of Winnipeg so that 
they may attend the convention of the 
Dominion Association. 


Management Week 


The annual observance of management 
week took place in the United States from 
October 25th to 30th. Three hundred 
meetings were held in approximately 125 
cities for the purpose of discussing the sub- 
ject of progress in waste elimination. 
Estimates of the number of persons par- 
ticipating in the various programmes run 
as high as 30,000. It is believed that 
accountants participated to a large extent 
in the discussions held in different parts of 
the country, although reports of individual 
accomplishment have not yet been received. 

The purpose of management week is, in 
part, to educate the business public to a 
realization of the immense sums wasted 
each year through inefficiency of one kind 
or another. The survey of the committee 
on waste, under the leadership of Herbert 
Hoover when he was president of the Feder- 
ated American Engineering Society, re- 
vealed in six major industries an average 
waste of about 50 per cent., and the reduc- 
tion of such heavy losses through improve- 
ment in management is the purpose of the 
sponsors of management week. Manage- 
ment week has now become an institution 
in America, although the inception of the 
idea did not occur until 1922. Scores of 
chambers of commerce and service clubs, 
executives’ organizations and trade associa- 
tions have given their codperation in organ- 
izing successful meetings during the week. 
The sponsors of the plan this year are: 
the American Institute of Accountants, 
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the American Society of Mechanical 
Engineers, the American Management 
Association, the Society of Industrial 
Engineers, the Taylor Society and the 
division of simplified practice of the depart- 
ment of commerce. The representative 
of the Institute on the national committee 
was Cecil S. Ashdown, New York. 


Public-service Activities 


Many members and associates of the 
Institute are continually taking part in 
public-service work such as delivering 
speeches, writing articles and serving in 
various capacities on committees of local 
organizations or as officers of social or civic 
bodies. The last compilation showed ap- 
proximately 500 members engaged in such 
work. During the summer the blanks 
which are usually distributed with the 
Bulletin for the convenience of members in 
reporting such services were not sent. With 
the publication of the October issue of the 
Bulletin the practice was resumed, however, 
and the results have been notable. Twen- 
ty-six members have reported 66 items of 
public service achieved during the interval 
from July to October. Forty addresses have 
been delivered by members of the Institute 
before various organizations and 15 articles 
written by members have appeared in as 
many publications. In addition, 11 items 
of miscellaneous service, usually of civic or 
social nature have been performed during 
this period. An outstanding accomplish- 
ment in this direction is shown by the record 
of Reynold E. Blight of California. Mr. 
Blight has delivered 16 addresses before as 
many different organizations, in 9 different 
cities. Another noteworthy record which 
has been reported is that of R. M. Crane, 
Denver, who has delivered six speeches on 
various subjects before different organiza- 
tions and in addition has had an article 
printed in a Denver publication. 


Ripley Continues Discussion 


Professor William Z. Ripley, whose 
article, ‘Stop, look, listen!’’, in the Septem- 
ber Atlantic Monthly aroused much interest 
among public accountants, has continued 
his criticism of financial tendencies in big 
business in the November issue of the same 
magazine. The latest article is entitled 
“More light !—and power too”’, and urges a 
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sweeping federal investigation of light and 
power companies throughout the United 
States, whose growth, Professor Ripley says, 
has been accompanied by an overextension 
of corporate organization, resulting in a 
complexity of evils. 


Rules Governing Tax Appeals 


According to report the rules governing 
appeals from decisions of the board of tax 
appeals to circuit courts for review, which 
were proposed at a recent conference of cir- 
cuit court judges were unsatisfactory, ‘and 
each court will form its own rules for appel- 
late procedure. Following are rules issued 
under date of October 8th governing such 
procedure in the United States circuit court 
of appeals for the third circuit. 


In the United States circuit court of appeals for the 
third circuit, rules respecting review of decisions of the 
United States board of tax appeals. 


Briefness is urged 

I. Every petition for review of a decision of the 
United States board of tax appeals shall set forth 
briefly the nature of the controversy, shall declare 
the court in which review is sought, shall contain 
assignments of error separately stated and num- 
bered in respect of each and every error asserted 
and ieisedhall to be argued and shall be verified by 
the petitioner or his attorney of record. 

II. If error is assigned in the admission or rejection 
of evidence, or on the ground that a finding of the 
board is unsupported by any evidence, a statement 
of the evidence submitted to the board shall be 
prepared by the petitioner. Such statement shall 
contain in narrative form the evidence material 
to the assignments of error, and shall be prepared 
by the parties and settled by a member of the ard 
in accordance with the general equity rules promul- 
gated by the supreme court of the United States. 


Copy shail be filed 


III. The party applying for review shall file his 
petition with the clerk of the board of tax appeals, 
and serve a copy thereof with notice of filing on the 
opposite party or parties. The review shall be 
taken by such filing and notice. 

IV. Within 60 days from such filing and notice, 
the statement of evidence, if any, shall be prepared 
and filed, and the clerk of the board of tax appeals 
shall transmit and deliver to the clerk of this court 
copies duly certified as correct of the following 
documents. 


. The docket entries of proceedings before the 


ard. 
. Pleadings before the board. 
. Findings of fact, opinion and decision of the 
board. 
. Petition for review. 
. Statement of evidence, if any, as settled or 
agreed upon. 


Certified copies 

The time for such transmission and delivery of 
documents may be enlarged by a member of the 
board or a judge of this court, and all such orders of 
enlargements shall forthwith be filed with the clerk 
of the board of tax appeals and certified copies 
thereof be sent to this court, with the above enu- 
merated documents. 


V. If such certified copies are not delivered to the 
clerk of this court within 60 days from said filing and 
notice or before the expiration of the time enlarged 
by order, a motion to dismiss the petition for delay 
may be made, and shall be granted unless good cause 
be shown for the delay. 


The National Commercial Teachers 
Federation 


The twenty-ninth annual convention of 
the National Commercial Teachers Federa- 
tion will be held at the Hotel Sherman, Chi- 
cago, December 28, 29 and 30, 1926. The 
programme is practically complete and in- 
cludes a number of addresses by prominent 
speakers, as well as many features of enter- 
tainment. 


Double Taxation 


It is reported from Washington that an 
agent of the department of commerce has 
returned from Europe where he has made a 
study of double taxation of foreign traders, 
and reports great interest among European 
governments in this question. The Inter- 
national Chamber of Commerce and the 
League of Nations are also making studies 
of double taxation with a view to alleviating 
the burdens imposed by it. 


Farm Accounting 


The committee on agricultural relations 
of the Illinois Bankers Association has 
decided to take definite steps to encourage 
farm accounting during the next year. 
Many clients of the Illinois banks con- 
tributing materially to their prosperity 
are farmers, and it is felt that educational 
propaganda on farm accounting will aid 
materially the achievement of prosperity 
by the agricultural workers of the state. 


Poultry Farm Accounting 


Poultry farming is an industry which up 
to this time has paid little attention to the 
provision of an adequate accounting system. 
The university extension service of the 
university of California has undertaken 
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to supply poultry farmers in California 
with the necessary material to keep a record 
of the year’s business and to complete the 


summarizing of records when kept. It is 
believed that the project will be of great 
value to the industry. 


REGIONAL MEETING 


A regional meeting of the American 
Institute of Accountants will be held at 
Pittsburgh, November 20th. This region 
comprises Indiana, Ohio, Michigan, West 
Virginia, and the western sections of New 
York and Pennsylvania. Henry B. Fer- 
nald, New York, will speak on accountants’ 
certificates, and the subject will be further 
discussed by S. B. Congdon, a banker of 
Pittsburgh. J. Pryse Goodwin of New York 


will deliver an address on arbitration, and 
Frances A. Kellor, vice-president of the 
American Arbitration Association, will also 
discuss this subject. Vincent W. Lanfear, 
of the University of Pittsburgh, will address 
the meeting. William H. West, president 
of the Institute, and F. H. Hurdman, acting 
secretary, have accepted invitations to at- 
tend. All persons interested in accountancy 
are invited to attend the meeting. 


NEWS OF LOCAL SOCIETIES 


California State Society of Certified 
Public Accountants 


LOS ANGELES CHAPTER 


The regular monthly meeting of the Los 
Angeles chapter of the California State 
Society of Certified Public Accountants was 
held at the New Elks club, October 11th. 
R. W. E. Cole and Harry W. Moore, who 
attended the annual meeting of the Ameri- 
can Institute of Accountants at Atlantic 
City in September, and who supported the 
invitation from California accountants to 
the Institute to hold its 1927 meeting in 
California, reported the result of their trip. 
Preliminary plans for the entertainment 
of members of the American Institute of 
Accountants at next year’s annual meeting 
were discussed. 

W. Grant Hoage delivered an address on 
“‘Stockholders’ accounts.’’ Harry B. Mills 
spoke on ‘‘ Educational requirements for the 
certified public accountant certificate.” 


Colorado Society of Certified Public 
Accountants 


At the annual meeting of the Colorado 
Society of Certified Public Accountants, 
held September 21st at the Cosmopolitan 
hotel, Denver, the following officers were 
elected: President, Louis C. Linck; vice- 
president, Leon E. Williams; treasurer, 
Julius Von Tobel; secretary, F. Tillman 


Browne. Four directors were elected for 
the ensuing year, as follows: T. H. Law- 
rence, Turner S. Underwood, George W. 
Maynard and Theodore J. Witting. 


Connecticut Society of Certified Public 
Accountants 


At a meeting of the Connecticut Society 
of Certified Public Accountants held Octo- 
ber 16th at the City Club, Hartford, W. H. 
Blodgett, state tax commissioner, spoke on 
the subject of ‘‘ The relationship of the state 
tax commissioner to municipal accounting.” 
Accountants from all parts of the state were 
present and the problems discussed by the 
commissioner were heard with great inter- 
est. He stressed the necessity for the 
installation of suitable accounting systems 
for small municipalities, with respect to the 
recording of tax collections and other 
accounting features. Mr. Blodgett favored 
an annual audit of every town and munici- 
pality in the state and gave as his opinion 
that expenditures made for this purpose are 
necessary and represent sound investments. 
At the conclusion of the meeting a resolu- 
tion was adopted endorsing the effort being 
made by the commissioner toward the 
establishment of a system of uniform 
accounting, and the society pledged its 
co6peration in the furtherance of this work. 

The following are the officers of the 
society: President, S. Earl Shook; vice- 
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president, William Z. White; treasurer, 
Frederick W. Child; secretary, Henry 
Knust. 


District of Columbia Institute of 
Certified Public Accountants 


At a meeting of the board of governors of 
the District of Columbia Institute of 
Certified Public Accountants held at the 
Columbia country club, October 5th, 
Edward M. Tyler was elected president of 
the organization; C. Vaughn Darby was 
made vice-president and Lester A. Pratt, 
secretary-treasurer. 


Maryland Association of Certified 
Public Accountants 


A meeting of the Maryland Association 
Certified Public Accountants was held of 
October 12th. G. Harvey Porter read a 
paper entitled ‘Financing the smaller 
industry in Baltimore.’’ The paper de- 
scribed the methods employed to determine 
the soundness of proposed projects, and the 
assistance rendered to smaller industries 
which have proved successful and are in 
need of expansion. 

At this meeting the Maryland Associa- 
tion adopted formal resolutions setting 
forth its appreciation of the services ren- 
dered to it and to the accounting profession 
in Maryland by Raymond C. Reik, who 
recently left Baltimore to take up new work 
at Buffalo, New York. The resolution 
which was unanimously adopted is as 
follows: 


WHEREAS, Raymond C. Reik, a member for 
many years of the Maryland Association of Certified 
Public Accountants, has recently been admitted 
into the firm of Haskins Sells, certified public ac- 
countants, and 

WHEREAS, his departure from Baltimore to 
become resident partner of his firm in Buffalo, New 
York, is a distinct loss to the accounting profession 
in Maryland; 

NOW, THEREFORE, BE IT RESOLVED, 
That this association desires to set forth its deep 
sense of obligation to Raymond C. Reik, for his 
exceptionally able and painstaking services rendered 
to it and the profession in general; 

THAT it commends to others the example he has 
thus set in giving cheerfully of his time and best 
thought to advance the interests of the profession; 

THAT it desires to record its high appreciation 

of his ability as an accountant and his character as a 
man; 
THAT it wishes to express its feeling of personal 
sorrow at his departure from our midst, and to 
extend to him its best wishes for his future happiness 
and success. 


BE IT FURTHER RESOLVED, That these 
resolutions be spread upon the minutes of this 
association, and that the secretary be instructed to 
send a copy thereof to Mr. Reik and, also, that there 
likewise be spread upon the minutes, the tribute to 
Mr. Reik, composed by Folger McKinsey (the 
Bentztown Bard) on behalf of the accounting 
profession of Maryland. 


Massachusetts Society of Certified 
Public Accountants 


On October 25th the Massachusetts 
Society of Certified Public Accountants 
held a meeting at the Boston chamber of 
commerce. The president of the society, 
Frederick B. Cherrington, presided. The 
principal speaker of the evening was Arthur 
Stone Dewing, of Harvard University, who 
spoke on ‘‘The theory of the valuation of 
corporate assets.’’ Discussion followed his 
address. Members of the Massachusetts 
chapter of the American Institute of Ac- 
countants were present by invitation of the 
society. 


Michigan Association of Certified 
Public Accountants 


The Michigan Association of Certified 
Public Accountants held its annual meeting 
in Detroit, October 7th. Reports of various 
officers and committees were received. The 
report of the membership committee showed 
a notable increase in membership during 
the past year. The following were elected 
officers of the association for the ensuing 
year: President, Mervyn B. Walsh; vice- 
president, Richard Fitzgerald; secretary, 
W. H. Van Tifflin; treasurer, C. E. Neff; 
auditor, C. J. Lynch. 


Mississippi Society of Certified Public 
Accountants 


The Mississippi Society of Certified 
Public Accountants held a meeting in 
Jackson, October 29th, with an almost per- 
fect attendance. The society reports a 
constant gradual increase in membership. 


Society of Certified Public Accountants 
of the State of New Jersey 


The annual all-day meeting of the Society 
of Certified Public Accountants of the 
State of New Jersey was held October 19th 
at the Robert Treat hotel, Newark. John 
T. Madden delivered the introductory 
address at 10.30 A. mM. The next speaker 
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was Harold D. Greeley, who spoke on 
“Income on residuary trust,’’ touching 
upon the manner and time in which an 
apportionment between life-tenant and 
remainderman should be made of income 
during the administration of a decedent’s 
estate, where the residue of the estate when 
determined will constitute the trust fund. 
Mr. Greeley illustrated his remarks with 
decisions of different courts and commented 
upon conflicting decisions in point. The 
afternoon session opened with an address 
by Melbourne S. Moyer on “Financing 
industrial enterprises.’’ Mr. Moyer gave 
the banker’s viewpoint on the steps in- 
volved in raising capital for the establish- 
ment of new enterprises and the expansion 
of old ones. Michael N. Chanalis delivered 
an address on “Practical problems in cor- 
porate law of significance to the account- 
ant.”’ The evening session opened at 7.30 
P. M., when the Honorable A. Harry Moore, 
governor of New Jersey, spoke to the 
accountants present. Governor Moore 
stressed the dependence placed upon ac- 
countants in relation to business adminis- 
tration. George O. May, who was a guest 
at the meeting, spoke on ‘Facing audit 
responsibility squarely.’’ Other speakers 
were John E. Gill of Rider College, and 
Directors Howe and Murray of the city 
commission. The committee in charge of 
the meeting was composed of Julius E. 
Flink, James F. Hughes, Maurice E. 
Peloubet, William C. Heaton and Morris J. 
Hoenig. 


New York State Society of Certified 
Public Accountants 


The fourth all-day and evening confer- 
ence of the New York State Society of 
Certified Public Accountants was held at 
the Waldorf-Astoria hotel, October 21st. 
The officers of the society had made an 
extensive effort to obtain a large attend- 
ance and a great number of members were 
present at the meeting. The programme 
opened at 10.30 a. M. with an address by 
Dr. Joseph J. Klein, president of the society. 
A discussion of C. P. A. legislation and the 
part which might be played in it by the 
society was led by Henry Aitkin, P. W. R. 
Glover, J.S. M.Goodloe, Kenneth McEwen, 
R. H. Montgomery and Homer S. Pace, 
and was followed by a general discussion by 


members and guests. A business session 
ensued. A report relating to the Account- 
ants Club of America, Inc., was presented 
to the meeting. Proposed amendments to 
the constitution and by-laws of the society 
were reported for action. A report on the 
chapters of the society was heard and the 
question of general revision of the constitu- 
tion of the society was discussed. 

At the afternoon session the Honorable 
J. Gilmer Korner, Jr., chairman of the 
United States board of tax appeals, spoke on 
the work of the board. He touched on the 
scope of the board’s functions and claimed 
that the practical work of this tribunal has 
resulted in protection of the taxpayer 
against unwarranted assessment. The 
board has arranged circuit hearings from 
New York and Boston which will relieve the 
taxpayer of the necessity of a trip to 
Washington. The next event on the pro- 
gramme was an address on classification of 
accountancy service by John R. Wildman. 
In the absence of Mr. Wildman the paper 
was read by Homer A. Dunn and its con- 
tents discussed subsequently. In the eve- 
ning the relation between the credit man 
and the certified public accountant was the 
subject of a symposium by several authori- 
ties on the subject. The point of view of 
the commercial credit man was presented 
by Edmund Wright; that of the bank 
credit man by Joseph L. Morris; the atti- 
tude of the commercial-paper credit man 
was given by A. S. Prescott; and William 
B. Weston spoke of the views of investment 
credit men. . 

A regular monthly meeting of the New 
York State Society was held November 8th. 
The topic for the evening was announced 
by the committee on entertainment to be 
“Some phases of accounting investigations 
for reorganizations, consolidations and 
mergers.”” Papers on this subject were 
delivered by Walter A. Staub and J. P. 
Friedman, and these addresses were fol- 
lowed by organized discussion. 


North Carolina Association of Certified 
Public Accountants 


The annual meeting of the North Caro- 
lina Association of Certified Public Ac- 
countants was held at the Sir Walter hotel, 
Raleigh, North Carolina, October 15 and 
16, 1926. A part of the morning of the 
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first day was occupied by registration and 
meetings of committees. The annual meet- 
ing was called to order at 2 P. M., October 
15th, when the Rev. W. A. Stanbury of- 
fered the invocation. The mayor of Ral- 
eigh, Eugene E. Culbreth, delivered the ad- 
dress of welcome and Frederick Moore, 
president of the North Carolina Association 
responded for the organization. James A. 
Councilor spoke on ‘‘ The relations between 
the national and state societies.’’ The 
Hon. J. W. Bailey delivered an address en- 
titled ‘‘The relations of the lawyer and the 
accountant.’”” Dr. Eugene C. Brooks, 
president of North Carolina State College, 
spoke on “County government’”’ and his 
address was followed by general discussion. 
A banquet was served in the evening, at 
which S. W. Marr acted as toastmaster. On 
Saturday morning, October 16th, a busi- 
ness meeting was held, at which reports of 
officers and committees were presented. 
The following officers were elected for the 
ensuing year: President, J. J. Bernard; vice- 
president, Walter Charnley; secretary and 
treasurer, George E. Wood. 


Ohio Society of Certified Public 
Accountants 


The annual meeting of the Ohio Society 
of Certified Public Accountants was held 
October 9th at the Hotel Gibson, Cincin- 
nati. A business session took place in the 
morning, to which only members of the 
society were admitted. The election of 
officers resulted as follows: President, W. D. 
Wall; vice-president, R. A. Hurst; secre- 
tary-treasurer, L. G. Battelle; board of di- 
rectors, W. A. Coy, R. H. Gravett, H. W. 
Cuthbertson and R. F. Mateer. The Cin- 
cinnati chapter of the society acted as host 
at a luncheon. The afternoon session was 
opened by an address of welcome by the 
Honorable Murray Seasongood, mayor of 
Cincinnati. Fred J. Nichols spoke on 
“Service in business.”” P. W. Pinkerton 
delivered an address entitled ‘“‘The pre- 
vention of failures.’”’ ‘‘Accountancy in 
Germany”’ was the subject of a paper read 
by E. A. Kracke. At 6.30 in the evening a 
banquet was served, W. C. Culkins, vice- 
president of the Cincinnati chamber of 
commerce, acting as toastmaster. The 
speakers were W. D. Wall, president of the 
society, W. C. Hicks, president of the Uni- 


versity of Cincinnati, Hon. Alfred G. Allen, 
attorney, and Thurman Miller, editor. 


Oklahoma Society of Public 
Accountants 


At a meeting of the Oklahoma Society 
of Public Accountants held October 3ist, 
the following officers were elected: Presi- 
dent, Carl L. Rice; treasurer, W. J. Law; 
secretary, Charles A. Wright; trustees: 
L. E. Cahill and Robert E. Garnett; audi- 
tors: M. C. Fox, J. G. Beavers and C. B. 
Tribbey. 

The business session was almost entirely 
devoted to discussion of plans for strength- 
ening the Oklahoma accountancy law. 


Pennsylvania Institute of Certified 
Public Accountants 


On Monday evening, October 18, 1926, 
a meeting was held by the Pennsylvania 
Institute of Certified Public Accountants at 
the Art club, Philadelphia. Several new 
members were elected and among other 
business matters some time was devoted to 
the report of the special committee on the 
revision of the by-laws. The committee on 
by-laws has been actively engaged upon this 
work for some time with the end in view of 
formulating a set of by-laws in accord with 
the rapid growth of the Institute member- 
ship and affording better means for con- 
ducting the general organization of the 
Pennsylvania Institute. 

The committee on meetings had proposed 
as the subject of discussion “Analyzing 
financial statements’’ and upon the conclu- 
sion of the business, addresses were made on 
this subject by several members of the In- 
stitute, all of whom spoke on different 
phases of the matter. Gardner W. Kimball 
made the introductory remarks. R. J. 
Bennett spoke on the analysis of balance- 
sheets, with particular reference to: (1) the 
relation of reserves to plant and current 
assets, respectively; (2) contingent reserves 
or sinking-fund reserves, pointing out how 
these are in effect appropriated surplus and 
hence must be included as part of capital. 

William R. Main took as his subject the 
analysis of balance-sheets with particular 
reference to safety of principal on the basis 
of realizable assets, and the question of 
whether goodwill, copyrights and trade 
marks should be included as sound assets. 
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Walter L. Morgan addressed the meeting 
on the analysis of balance-sheets. He said 
that banks and credit agencies are particu- 
larly interested in seeing that a ratio of at 
least two to one is correct as between cur- 
rent assets and current liabilities. He also 
mentioned assets and liabilities which are 
often not shown on the balance-sheet or 
erroneously concealed or adroitly covered 
up. This includes among others premiums 
on life-insurance policies on lives of officers. 

Charles Weissinger spoke on the scrutiny 
and analysis of a statement of profit and 
loss, with reference among other matters 
to the following: (a) Ratio of overhead to 
net sales; (b) if the statement is a compara- 
tive one does net profit show proper per- 
centage of increase to volume of business? 
(c) are the net profits earned from income 
from other sources? (d) genuineness of the 
earnings; (e) other losses including bad 
debts. This is very important for the rea- 
son that if the percentage is too high, it 
reflects on the credit department of general 
business administration. 


South Carolina Association of Certified 
Public Accountants 


The annual meeting of the South Caro- 
lina Association of Certified Public Ac- 
countants was held at the Ridgewood club, 
Columbia, October 20th. The first session 


was a business meeting and a banquet was 
served in the evening. The election of 
officers resulted as follows: President, O. W. 
Schleeter; vice-president, N. E. Derrick; 
secretary and treasurer, Joseph Hall. 

One of the important acts of the meeting 
was the appointment of a committee on 
legislation to work for the improvement of 
the C. P. A. law in South Carolina. A. C. 
Clarkson and L. A. Searson were appointed 
to write a history of the South Carolina 
Association. During the past year there 
has been a greater increase in the member- 
ship of the society than in any previous 
year. 


Texas Society of Certified Public 
Accountants 


It has been announced that the annual 
meeting of the Texas Society of Certified 
Public Accountants will be held November 
29th and 30th at Houston. 


Wisconsin Society of Certified Public 
Accountants 


A meeting of the Wisconsin Society of 
Certified Public Accountants was held at 
the Milwaukee Athletic club, November 
10th. The principal speaker of the evening 
was Durand W. Springer. 


REVIEWS 


HUGH GODFREY HUMPHREYS— 
“ACCOUNTANCY AS A PROFESSION” 


Address delivered at the commencement 
exercises at the Oklahoma School of Ac- 
countancy, Tulsa, Oklahoma, June 21, 
1926. 


The speaker opened his address by saying that the 
demand for services of qualified accountants is daily 
becoming pronounced. He considered it 
advisable for a beginner to serve an apprenticeship 
in a large city before attempting to establish a 
practice in his home town. The speaker enumer- 
ated personal qualities which are invaluable in the 
practice of accountancy. An accountant should 
value character over reputation, evidence over 
testimony, specific information over generalities and 
pride of accomplishment over compensation. He 
should be independent but not arrogant and cer- 
tainly not pusillanimous. A capacity for logical 
analysis is a requisite of the professional accountant, 
according to the speaker. Although a thorough 
knowledge of the fundamental principles of ac- 
counting theory is absolutely necessary it is some- 


times advisable for an accountant to familiarize 
himself with contingencies which may arise relating 
to the accounts of particular industries, as there 
seems to be a tendency to specialize within the 
profession. Technique is indispensable. An au- 
ditor must study the client’s status and should not 
lose sight of his ultimate object in trifling detail. 
He should study the client’s accounting procedure to 
learn the extent of the internal audit which may be 
accepted without verification. Often, however, the 
accounts to be analyzed are in a condition which 
renders them incomprehensible, and in such case 
the auditor should demonstrate the desirability of 
regular independent audits. In the preparation 
of the report it must be remembered that the auditor 
has a responsibility to stockholders, prospective 
stockholders, management, creditors, bankers, coun- 
ty, state and federal government, in so far as they 
are interested in the affairs covered by his report. 
Statements in the report must be complete and 
simple. The report should not be too long and 
should be divided into synthetic and analytic 
divisions. If the statements are not in agreement 
with the books, an explanatory appendix should be 
added to the report, if it is not practicable to make 
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adjustment entries before releasing the report. Any 
intelligent reader should be able to learn from the 
report what the earning power of each department of 
the concern was, the amount of surplus available for 
dividends, the book equity (or net worth) as a going 
concern or as a liquidating concern. Care should be 
used that a balance-sheet issued for one purpose be 
not exploited for another. If the balance-sheet is to 
have a limited use it should bear a statement of the 
limitations with qualifications or reservations. Mr. 
Humphreys said that public accountants are some- 
times required to act as advisors in the systema- 
tizing of accounts and office procedure and he out- 
lined generally the manner of organizing personne! 
so that responsibility may be definitely assigned for 
the discharge of each function. 


J. HUGH JACKSON—“ AUDIT CERTIFICATES 
AND REPORTS” 


Article published in The Accounting 
Review, September, 1926. 


The writer opens his discussion by referring to 
comments of prominent accountants regarding the 
importance of annual and periodical audits and says 
that the constructive audit is, and probably will 
continue to be, an important part of the public 
accountant’s work. However, to make auditing 
effective it is necessary not only for the auditor to 
complete his assignment satisfactorily, but also to 
present the results of his work in the most intelligent 
and forceful manner. At the completion of an 
audit, the auditor renders either a report on his 
work or a certified balance-sheet, or both. The 
certified balance-sheet is usually for presentation to 
bankers and stockholders, whereas the report is 
generally for the information and guidance of those 
who are actively managing the business. 

When only a certified balance-sheet is submitted 
to a client it will generally include both a balance- 
sheet and related profit-and-loss statement. Oc- 
casionally the balance-sheet alone is submitted. In 
either case the certificate of the auditor is almost 
always appended. This certificate should state (a) 
that he has made an examination of the books and 
accounts of the company named in the certificate, 
(b) that his audit is for a specific period or as of a 
given date, and (c) that he certifies that, in his 
opinion, the balance-sheet as presented, though 
possibly subject to certain qualifications, fairly and 
correctly states the financial position of the business 
as of the given date. This is known as a short 
certificate and the writer gives an illustration of this 
type. 

_ Itis also common for an auditor briefly to describe 
in his certificate the important points in the verifica- 
tion of the various assets and liabilities. This type 
of certificate, which must also contain all the ele- 
ments of a short certificate, is known as a long or 
descriptive certificate and an illustration of this 
kind is also given by the author. In the case of 
large and nationally known organizations it is 
customary for the auditor to submit only a certified 
balance-sheet as a result of his periodic audit, 
primarily for presentation to stockholders, bankers 
and credit agencies. The statistics and detailed 
information which might be presented by an auditor 
probably are already ponies to the management 


through the accounting and statistical staff of the 
organization itself. In such a case the accountant 
need not comment in detail on the work done during 
the audit since the executives are probably familiar 
with audit procedure. Whatever kind of certificate 
is given, however, it should contain a definite state- 
ment of the work done and in it the auditor should 
assume a definite responsibility in certifying to the 
condition of the business. Often upon careful 
reading a certificate is found to have little meaning 
and to assume practically no responsibility con- 
cerning the firm’s financial condition. The writer 
comments with approval upon the work of the com- 
mittee on coéperation with bankers of the American 
Institute of Accountants in collaboration with the 
Robert Morris Associates in improving the form of 
certificates attached by accountants to balance- 
sheets. The writer gives examples of the certificates 
collected by these committees and points out the 
deficiencies inthem. He says that an auditor should 
examine the accounts sufficiently to be sure whether 
or not the statement to which he is certifying fairly 
presents the financial condition of the business under 
audit, and that the certificate should be worded so 
that it will leave no question as to what has been 
accomplished by the accountant or what the real 
condition of the business is. The writer says that 
it is encouraging to note that prominent firms are 
taking increasing care in giving certificates of clear 
statement and exact meaning. 

When a more detailed report is given by the 
auditor it should be limited to essential facts which 
are especially desirable to bring to the attention of 
the clients. The determination of which things are 
important is not subject to arbitrary rule, however, 
for their importance depends upon conditions pecu- 
liar to each business. The judgment of the auditor 
must be exercised in selecting items which shall be 
included in the report and he should remember that 
the primary purpose of the report is to throw light 
on its subject matter. The size of a business and 
the familiarity of its executives with the practice 
and methods of professional accountants determine 
somewhat the length of the report and the amount 
of detail to be included in it. Audits of large 
organizations will ordinarily be less detailed than in 
small businesses which usually do not possess as 
highly developed internal accounting safeguards as 
the former. The writer says that an auditor should 
give his opinion on matters arising from his work 
without fear of incurring responsibility. It is easy 
to ignore problems which may arise, but in all cases 
where the object of the work is not confined to the 
certification of accounts, expression of expert 
opinion on a single point may easily be of more 
worth to the client than all the rest of the audit. 
The audit report is divided into two general sections: 
the text of the report and the exhibits and schedules. 
The text or discussion is further divided into rather 
definite parts so that the audit report assumes a 
somewhat formal style and follows a more or less 
prescribed form in all cases. This form is not 
arbitrary, however, and no intelligent auditor should 
hesitate to make departures from it when they seem 
desirable. 

The writer divides the subject of audit reports 
into five sections, as follows: (1) the preliminary 
statement, (2) the results from operations, (3) the 
changes in financial position, (4) the balance-sheet, 
(5) general comments. 
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The preliminary statement following the saluta- 
tion will vary according to different instructions 
received from different clients. It will usually 
include a brief statement of what has been done and 
of the purpose of the report. This statement may 
be followed by a more or less detailed account of the 
scope of the examination, a list of exhibits attached 
to the report, or other facts which may assist the 
reader in visualizing what the auditor has done. 
The extent of the auditor’s work may also be men- 
tioned in this statement and any curtailment of his 
— may properly be indicated here. 
According to the writer, it appears that the legal 
liability of auditors will soon be fixed by the courts 
and because of the uncertainty existing at present 
it is only just that the auditor should protect himself 
from misunderstanding by calling attention to 
limitations upon the examination of the accounts 
which might have caused a failure to detect some 
irregularities. The auditor may then proceed to 
comment upon the important developments during 
the year. The main purpose of the first section of 
the report is to give a general view of what has taken 
omg in the audit and the important things which it 

as disclosed. 

The results from operations are commonly the 
subject of the second section of the report. This 
may consist first of a general statement of the net 
profits of the year and may be amplified by as much 
detail as seems desirable. The general statement 
may well be followed by a comparative summary 
which will show for the two most recent years such 
items as net sales, cost of sales, gross profits, selling 
and administrative expenses, disposition of net 
profits, etc. It may also be interesting to analyze 
the increase or decrease in the year’s profits com- 
pared with previous periods. It is also common and 
often desirable to include in this section certain 
statistical and operating data which may aid in 
interpreting and understanding the financial figures 
presented. The writer gives illustrations of the 
points mentioned. 

Following the second section the changes in 
financial position should be discussed; that is, a 
statement showing the resources provided during 
the year and the disposition which has been made of 
such amounts. Usually this section is reserved for 
statements setting forth the resources from all 
sources provided during the year and the disposition 
thereof, and comparative summaries of current 
assets and current liabilities. Examples of the form 
in which these matters may be presented are given 
by the author. If desired, the statements may be 
accompanied by comments. 

The fourth section of the report usually consists of 
discussion of the balance-sheet and it is the general 
practice to comment upon the items in the order in 
which they appear in the balance-sheet. It is not 
necessary to comment upon each balance-sheet item. 
A brief summary of the company’s investment in 
land, buildings, tools, dies, and other productive 
property, of the reserve for depreciation, and of the 

tents, goodwill and going value is often given first 
in tabular form. This is followed by a brief review 
of the larger expenditures of the period. Comments 
are made upon the adequacy of the depreciation 
reserves, changes in, or the make-up of, the intangi- 
ble-asset accounts, findings regarding appraisal 
valuations, and similar things of importance to those 
interested in the business. Obviously the circum- 
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stances of each case must determine largely what 
each report shall contain with reference to such 
items. Comments on investments generally relate 
to the content of the account, perhaps with com- 
parative figures for two or more balance-sheet dates. 
The methods of verifying investments may also be 
mentioned. Inventories are frequently touched 
upon. The report should definitely set forth their 
basis of valuation, the date when physical inventories 
were taken, what book adjustments were necessary 
and the extent of the auditor’s verification. Re- 
serves for market fluctuations, for inter-company 
profits not realized, for losses on purchase commit- 
ments, and similar matters should be commented 
upon as necessary. Only matters of first impor- 
tance should be included and considerable care 
should be exercised to avoid making this part of the 
report stereotyped and mechanical. 

The fifth section of the report may be used for 
special comments, criticisms or recommendations 
concerning the accounting methods in use in the 
client’s organization, or concerning other conditions 
which are sufficiently important to bring to the 
attention of the client. It also often includes a 
complimentary closing statement. 

Practically without exception the balance-sheet 
prepared for certification and the income statement 
for the year ended as of the balance-sheet date will 
be appended to the audit report. Often in addition 
to these statements such exhibits as the following 
will be included: (a) comparative balance-sheets for 
a period of years, arranged in columnar form, (b) 
comparative income statements paralleling the 
above, (c) statements of manufacturing operations, 
showing the cost of products made and of goods sold 
during the year under review, (d) statements of 
production (units), ratios of gross profits to sales, 
selling and administrative expenses to sales, etc., 
provided that these are not included in the text of 
the report, (e) summary of investment in property 
and plant, including depreciation reserves, increases 
in book figures through appraisal, and any other 
matters directly affecting the property values. 

The value of an auditor’s work depends largely 
upon his ability to present clearly and concisely the 
results of the audit. Briefness and clearness in 
presenting facts are to be desired. The writer lays 
down several general rules of composition in reports 
which may facilitate the accomplishment of this 
purpose. The tone of the report should be friendly, 
but should show unmistakably that the auditor is 
interested primarily in presenting the exact truth. 
Dignity and impersonality of tone are to be con- 
tinually sought. The writer then discusses the 
mechanics of the report, mentioning several methods 
of compilation and binding and other matters 
regarding the physical form of presentation. 


GEORGE 0. MAY—‘‘ DOUBLE TAXATION” 


Article published in Foreign Affairs, 
October, 1926. 


Double taxation is a subject which has increased 
greatly in importance as a result of the war, says the 
writer. Its importance is due partly to higher rates 
of taxation and also to the change in the fiscal situa- 
tion of the leading countries as a result of the war. 
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Nations which were supplying their own capital and 
which even had surplus for investment abroad have 
become borrowers. Others have been virtually 
compelled to invest abroad. The United States 
could hardly maintain its policies of restriction of 
imports through high tariff, exportation of surplus 
food products, collection of foreign government debts 
and the building up of a merchant marine, without 
making foreign investments to balance the inter- 
national account. Lack of confidence in domestic 
finance, depreciation of currencies and the split- 
ting-up of former kingdoms into separate nations 
economically interdependent are also responsible for 
the significance of the subject of double taxation. 

Income and inheritance taxes chiefly involve the 
problem of double taxation. A committee ap- 
pointed by the league of nations to investigate the 
subject has submitted memoranda and has as- 
sembled technical experts with a view to drafting 
conventions for the purpose of giving effect to prin- 
ciples agreed upon as a result of the exhaustive 
survey of the problem. 

Double taxation of income arises because a tax 
may be levied either where income arises or where the 
recipient resides. In our own legislation both 
principles are applied. The English income tax 
taxes the income of non-residents derived from Eng- 
lish sources. The ultimate disposition of the burden 
of a tax on income derived from domestic sources, 
levied upon non-residents, has been the subject of 
study. A country seeking to borrow capital from 
abroad is likely to receive the burden of a tax levied 
on the interest from the loan secured. However, 
where foreign capital is seeking to exploit the re- 
sources of another country, the tax on the income 
which that capital earns is not likely to be passed on. 
As a logical consequence countries whose natural 
resources are large in proportion to the foreign 
interests of their residents are inclined to stress 
taxation according to the source of income, while the 
great capitalistic countries insist upon the principle 
of taxation according to residence. The technical 
experts in the league’s investigation distinguished 
between taxation independent of the taxpayer’s 
status and taxes determined by such status, that is, 
between personal and impersonal taxes. They sug- 
gested that an impersonal tax should be levied only 
in the country containing the source of income and a 
personal tax only in the country where the recipient 
of the income is domiciled. As a general thing taxes 
at progressive rates are regarded as personal taxes, 
according to the experts. Acceptance of this prin- 
ciple would mean that no state would levy surtaxes 
on non-residents on income derived from sources 
within the state, either with a reference to their total 
income from all sources or with reference to their 
total income from sources within the state. Both 
America and Great Britain, says the writer, at 
present attempt to levy surtaxes on non-resident 
aliens on the basis of their total income from sources 
within the taxing country. Administrative difficul- 
ties of collection are great and the ease with which 
the taxpayer may interpose a foreign corporation 
under his ownership and control between the source 
of income and himself make the collection of such 
tax so difficult as to be almost impracticable. The 
expressions of the experts imply, says the writer, that 
no state should levy on the profits of an enterprise 
owned by non-residents taxes computed at progres- 
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sive rates even if the scale were established entirel 
without regard to the status of the owner. Britis 
law assumes that ability to pay, the broad justifica- 
tion of the progressive income-tax system, is a purely 
individual matter and with regard to income taxes 
from corporations, the system of relief is so arranged 
that if the income of a corporation were wholly dis- 
tributed and each shareholder’s income were never- 
theless below the exemption limit, the shareholders 
in the aggregate would be entitled to recover an 
amount of tax equal to the tax payable in the first 
instance by the corporation. The principles of 
American legislation entail the taxation of corpora- 
tions as separate entities and apply the principle 
of ability to pay through a scale of graduated 
taxes without regard to the status of their share- 
holders. 

The league’s investigation included formation of 
rules for determining sources of income and the rules 
laid down are substantially similar to those in our 
own federal legislation. The writer says that the 
resolutions of the experts did not deal with inheri- 
tance taxes at length, but indicated that the rules 
for income taxes were applicable to them. 

The writer proceeds to discuss the question of 
double taxation within Great Britain and the 
United States and says that in our own federal 
practice provisions have sometimes been liberal 
and occasionally prodigal. Sometimes allowances 
have been excessive. For instance, under the 
1918 law a citizen resident in the United States 
could deduct from his income tax all taxes paid 
to foreign countries on his income from sources 
therein, even though such taxes exceeded the 
domestic tax on the foreign income in question. 
Several other illustrations are given by the writer. 
He comments with approval upon the granting in 
1921 of exemption from United States income taxa- 
tion to foreign shipping on a basis of reciprocity 
which involved a sacrifice by the treasury, but will 
be productive of gain to our shipping interests. 
Exemption of non-residents from surtax might be 
granted on a reciprocal basis, says the writer, and 
similar treatment might be applied to other ac- 
tivities than shipping. This is probably the 
proper method of obtaining relief from double tax- 
ation. 

The writer says that in the United States there is 
room for improvement in the field of inheritance 
taxes by the individual states. Excessive taxes on 
inheritance are imposed by different states which 
base the tax on residence of owner, citizenship of 
owner, custody of shares of stock, residence of cor- 
poration whose stock is involved, place where 
property is owned by this corporation, etc. In some 
cases the actual amount of all these taxes may 
exceed 100 per cent. of the value of the stock, but 
the expense, delay and inconvenience involved by the 
heir is even a more serious burden. Steps have been 
taken, however, to improve the situation and the 
federal tax law of 1926, and decisions of the supreme 
court indicate signal advance in this field. 

The writer concludes his article by calling atten- 
tion to the fact that double taxation is largely due to 
the unexampled difficulties in government finances 
following the world war. He says that the United 
States, because of its prosperity and its increasing 
foreign investments, should be the leader in adopting 
liberal policies in this field. 


Bulletin of American Institute of Accountants 


SAMUEL NEWBERGER—“ ACCOUNTING 
FOR CLEANERS AND DYERS” 


Article published in The National Cleaner 
and Dyer, June, 1926. 


The writer says that the cleaner and dyer formerly 
was not greatly concerned with strict efficiency in 
the operation of his plant. However, following the 
rise in prices of material, equipment and wages it is 
incumbent upon the cleaners and dyers to ado 
more rigid accounting methods in order that the 
utmost economy may be practised to avoid a de- 
crease in profits. Comparatively few cleaning and 
dyeing plants have an adequate bookkeeping sys- 
tem, and the writer compares the deficiencies in this 
field with the scientific methods of accounting em- 
ployed in most other modern businesses. In some 
cleaning and dyeing plants the executives or mem- 
bers of the firm spend a great deal of time in keeping 
the books instead of installing a proper system of 
accounting and hiring a bookkeeper at a cost which 
would be low compared with the present method. The 
time of an executive is worth five to six times that of 
a bookkeeper, and waste could be avoided by the 
installation of a system of accounts that could be 
controlled by a relatively inexpensive employee. 
There is a great difference between knowing costs 
and guessing at them. The man who knows his 


costs can gauge his prices to meet existing competi- 
tion and still make a reasonable profit. The writer 
says that there are sixty items of expense in the 
operation of a modern cleaning and dyeing plant 
and that the cost of each department aout be ac- 
curately determined if a proportion between ex- 
penses and profits is to be maintained. Proper 
accounting permits a comparison of results by 
months and years which indicates whether the 
business is improving or deteriorating. Construc- 
tive accounting applied to a cleaning and dyeing 
industry means correct information obtained at the 
lowest cost. It is important that the true status of 
financial condition be known at all times. Accord- 
ing to the writer, the correct system of accounts will 
show: (1) the amount of business done each day, 
week, month or year, or for any period that the 
concern has been in business; (2) the cost of doing 
that amount of business, and a comparison of cost 
data for different periods; (3) the exact amount of 
profit resulting from the business done; (4) the 
amount of money due from customers at all times; 
(5) the amount of money due to creditors at any 
time that information may be needed; (6) the 
amount of materials and supplies on hand at all 
times, and the amount of materials and supplies 
consumed each week; (7) the standing of the busi- 
ness as expressed by a statement of assets, liabilities 
and capital. 


COURT DECISIONS 


Internal Revenue 


Income tax. Change by taxpayer from 
cash to accrual basis in middle of fiscal year. 
Application of 1918 act to such change 
occurring on January 1, 1918:— 

The 1918 revenue act, section 205 (a), 
provided that if a taxpayer made a return 
for a fiscal non-calendar year ending in 1918 
his tax for the first taxable year should be 
the sum of: ‘‘(1) the same proportion of a 
tax for the entire period computed under 
title 1 of the revenue act of 1916 as amended 
by the revenue act of 1917 and under titie 
1 of the revenue act of 1917, which the 
portion of such period falling within the 
calendar year 1917 is of the entire period, 
and (2) the same proportion of a tax for 
the entire period computed under this 
title at the rates for the calendar year 1918 
which the portion of such period falling 
within the calendar year 1918 is of the 
entire period. . . .’”’ A corporation’s fiscal 
year began June 1, 1917, and ended May 31, 
1918. It kept its books on an accrual basis 
and made a return for the period from 
January 1, 1917 to May 31, 1917 on the 
accrual basis. From June 1, 1917 to May 
31, 1918 it made a return on a cash basis. 
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After the passage of the 1918 act quoted 
above the corporation filed an amended 
return computing the tax from June 1, 1917, 
to January 1, 1918, on a cash basis and for 
the five months of 1918 on an accrual basis, 
claiming that this was authorized by the 
act, since before January 1, 1918, income 
could be computed under the previous acts 
which permitted the cash basis. Section 
212 (b) of the 1918 act required net income 
to be computed on the basis of the taxpay- 
er’s annual accounting period in accordance 
with the method regularly employed in 
keeping the books when such period was a 
fiscal year ending in 1918. Under this 
section the government objected to the 
corporation’s amended return and de- 
manded a tax for the fiscal year ending in 
1918 on the accrual basis. The tax was 
paid under protest and an action brought 
by the corporation to recover. 

It was held that the corporation could 
not recover the tax. Otherwise the cor- 
poration would be exempted from taxation 
on all accruals which were not paid during 
the part of the fiscal year within the calen- 
dar year of 1917. The accrual basis which 
was used for the first five months of 1917 
should have been adhered to to prevent loss 
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of taxable income and to reflect the true 
amount. 

Barston & Co., Inc. v. Bowers, United 
States district court, southern district of 
New York, September 14, 1926. 


Income tax. As to exemption of sum 
paid under direction of will for services as 
executor :— 

A taxpayer sought to recover an amount 
paid under protest as federal income tax and 
the question was whether the amount was 
exempted under a proviso in a will relating 
to plaintiff's compensation as executor. 
The will directed that the executors should 
“‘receive in full payment for all commis- 
sions and percentages . . . for acting as 
executors”’ the amount taxed and ‘“‘shall 
not be paid for acting as trustees except a 
commission of 1%.”’ Plaintiff contended 
that the amount was not taxable as income 
inasmuch as it was acquired by gift or 
bequest, for the revenue act exempted from 
its definition of taxable income the value of 
property acquired by gift, bequest, devise 
or descent. Income derived ‘‘from com- 
pensation for personal services of what- 
ever kind and in whatever form paid” was 
taxable. 

It was held that the income tax was 
rightly assessed, for the amount paid to 
plaintiff as an executor constituted remun- 
eration for his services as executor and 
trustee and was not a separate gift or 
bequest to him. The compensation to 
plaintiff was fixed by the will without rel- 
a tion to any legacy or bequest to him. The 
will was not open to the implication that 
plaintiff was entitled to receive the speci- 
fied compensation without performing the 
duties required of an executor and trustee. 
The words “‘ received in full payment for all 
commissions and percentages . . . for act- 
ing as executor’’ and “shall not be paid 
for acting as trustee ...’’, can not be 
regarded as a gift or bequest in the absence 
of words or a declaration warranting such 
an inference or in the absence of circum- 
stances indicative of such testamentary 
intention. 

Ream v. Bowers, United States district 
court, southern district of New York, 
September 10, 1926. 


When government not permitted to as- 
sess income tax on bookkeeping theory :— 
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A claim by United States against the 
estate of a bankrupt for income taxes was 
disallowed. The collector had assessed 
additional taxes after the petition was 
filed. The revenue agent who undertook 
to examine the bankrupt’s books was given 
access to all the records of the bankrupt, 
but he stated that inasmuch as there was 
such a volume of books, he was going to 
base his report assessment on the amount 
of sales according to the sales records. 
Claiming that books did not reveal the real 
income of the taxpayer, the tax was based 
upon the average net profits of those 
engaged in similar business, based on their 
gross annual sales. The court held that 
the government’s claim was properly dis- 
allowed. In the absence of a showing of 
extraordinary circumstances the govern- 
ment must base its assessment on facts and 
not on mere bookkeeping. 

In re Sheinman, United States district 
court, eastern district of Pennsylvania, 
July 30, 1926. 


Income tax. Whether income paid in 
Liberty bonds was exempt from taxation :— 

A taxpayer sought the refund of an 
amount paid as an income and excess- 
profits tax. The amount taxed had been 
received by him in the form of salary and 
had been paid to him in Liberty bonds in 
lieu of cash. By an act of congress the 
issue of the bonds in question had been 
exempted as to principal and interest from 
all manner of taxation. The claimant 
contended that the privilege of exemption 
covered also the use of the bonds as salary 
and that therefore such income was not 
taxable. 

It was held that the claimant was not 
entitled to the refund demanded. The tax 
was neither on interest paid on the bonds 
or on profits made on the purchase and sale 
of the bonds. The bonds were by express 
provision of the act of 1917 not a medium 
of exchange. What was taxed was not the 
bonds but claimant’s income, and the fact 
that the salary instead of being all paid in so- 
called money was paid in Liberty bonds, 
did not bring such income within the exemp- 
tion enjoyed by the bonds in respect to their 
principal sum or the interest paid thereon. 

Hitner v. Lederer, United States district 
court, eastern district of Pennsylvania, 
August 19, 1926. 
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State income tax. Liability of corpo- 
rate stockholder to tax on stock dividend 
arising from an appreciation in value of 
the corporate asset :— 


In 1920 a corporation issued a stock div- 
idend based solely upon an appreciation in 
value of the corporate assets, none of which 
were sold or leased. No part of the divi- 
dend was derived from profits or earnings 
arising out of the operation of the corporate 
business. The state constitution provided 
that taxes should be levied upon such prop- 
erty as the legislature might prescribe and 
might also be imposed on incomes. Stat- 
utes provided that income should include 
all dividends derived from stocks and pro- 
vided that dividends should mean any dis- 
tribution by a corporation out of its earn- 
ings or profits. By an amendment of 1925 
dividends issued upon an appreciation of 
corporate assets were declared taxable. 
A stockholder was taxed upon the stock 
dividend above and the assessment was 
confirmed by the county income-tax board 
and the state tax commission. Upon cer- 
tiorari to the state supreme court, it was 
held that the stock dividend was not thus 
taxable to the stockholder. The state 
statute requires the legislature to prescribe 
taxable property and, by specifying divi- 
dends out of earnings or profits, the legis- 
lature does not impliedly make dividends 
from appreciation in assets taxable. Weight 
is lent to this conclusion by the 1925 amend- 
ment specifically taxing the second class of 
dividend. State ex rel. Hansen v. Cary, su- 
preme court of Wisconsin, October 12, 1926. 


Bankruptcy 
Partnership. Power of partner to have 
firm adjudged a voluntary bankrupt with- 
out the consent of other partner :— 
A partner filed a petition asking that he 


and the partnership be adjudged bankrupt, 
alleging that the partnership and petitioner 
were willing to surrender its and his prop- 
erty for the benefit of creditors. The 
other partner of the first moved to dismiss 
the petition for voluntary adjudication of 
the partnership on the ground that as to 
himself or the firm it was filed without his 
knowledge or consent. 

The court held that the petition for 
adjudication of the partnership should be 
dismissed. The filing of a voluntary peti- 
tion in bankruptcy is, as against the part- 
ners individually, equivalent to a general 
assignment of the partnership property 
for the benefit of the creditors; it amounts 
to a confession of judgment as to the debts 
placed upon the schedules, puts an end to 
the partnership and involves the individual 
estates of the partners under their solitary 
liability as such. No one partner can 
legally take such a drastic step without the 
consent and over the objection of the others. 
Under the bankruptcy act of 1898, para- 
graph H of section 5, providing that ‘In 
the event of one or more but not all of the 
members of a partnership being adjudged 
bankrupt, the partnership property shall 
not be administered in bankruptcy, unless 
by consent of the partner or partners in 
adjudged bankrupt; . . .’’, the bankruptcy 
of a partner does not necessarily draw into 
the jurisdiction of the bankruptcy court the 
partnership affairs without the consent of 
the other partners. To obtain such juris- 
diction it would be necessary either that all 
the partners joined in the petition or that 
they all consented thereto or that it be 
impossible to join them or obtain their 
consent. 

In re York, et al, United States district 
court, northern district of Texas, Fort 
Worth division, September 20, 1926. 


HERE AND THERE 


Announcement has been made of the 
dissolution of the firm of Courter, Rhyne 
& Shenton, incident to the retirement from 
public practice of William A. Shenton, and 
of the formation of a new partnership under 
the firm name of Courter & Rhyne, which 
will continue the practice of the old firm at 
30 Church street, New York. 
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James A. Gross and Joseph A. Sweeney 
announce the formation of a partnership 
with offices at 801-3 First National Bank 
building, Tampa, Florida. 


The following paragraphs report the 
public-service activities of members and 
associates of the Institute: 
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Andrew H. Blass of Pittsburgh delivered 
an address entitled “‘Cost nomenclature” 
before the Pittsburgh chapter of the Na- 
tional Association of Cost Accountants, 
September 15th. An article called ‘‘ Pub- 
licity of corporate affairs,’’ by Mr. Blass, ap- 
peared in the Pittsburgh Accountant for 
October. 


Reynold E. Blight, Los Angeles, delivered 
the following addresses during August, 
September and October: ‘Trends of 
tory,” before eight meetings of different 
organizations; ‘‘ Profits and profit making,” 
before the Altrurian club; “Meaning of 
progress,’ before members of the First 
Methodist Episcopal Church of Santa 
Barbara; ‘‘Social value of fraternities,’’ at 
the laying of the cornerstone of a masonic 
temple; ‘‘Importance of today,” at the 
Royal Arch banquet; ‘‘Scholarship rally,”’ 
before the Belmont High School; ‘‘ Value 
of friendship,’’ at the Grand Lodge of 
Masons of California; ‘‘Taxation,’’ before 
the Public School Protective League; 
“Civic duty,”’ before the Hy. S. Orme 
Lodge banquet. The organizations men- 
tioned are in nine different cities of 
California. 


Sidney S. Bourgeois Jr., New Orleans, has 
written an article on ‘‘The interpretation 
of facts obtained in an audit,’’ which ap- 


peared in the Times-Picayune for August 
26th. 


A. C. Brude, Virginia, Minnesota, spoke 
on ‘‘Mechanical features of typewritten 
statements”’ at a meeting of the North- 
eastern Minnesota Educational Association, 
October 8th. 


The Magazine of Western Finance for 
October, 1926, contains an article called 
“Problems in estate and inheritance taxes,”’ 
by J. R. Carter, San Francisco. 


W. B. Castenholz, Chicago, delivered an 
address on ‘‘The advantages of uniform 
cost accounting’’ before the International 
Association of Milk Dealers, in Detroit, 
October 8th. An article by Mr. Casten- 
holz on ‘‘ Defects in the monthly profit-and- 
loss statement’’ appeared in the June num- 
ber of The Accounting Review. 


R. M. Crane of Denver delivered the 
following addresses during June, July, 
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August and September: “Integrity of busi- 
ness,”’ before the Advertising club of Den- 
ver; ‘Service clubs and community build- 
ing,’ before the Kiwanis club, High Twelve 
club, Codperative club and the Optimists 
club; ‘‘ Vision,’’ before the National Mort- 
gage and Discount Corporation; ‘‘ Loyalty, 
at the annual banquet of the Denver Line 
and Stock Exchange; ‘‘Colorado and her 
public utilities,’’ at the annual convention 
of the Colorado Public Service Association 
and the National Electric Light Association, 
and ‘‘Chamber of commerce functions,”’ 
before the Commercial club. Mr. Crane 
also wrote an article on ‘‘ Denver in 1976?” 
which was published in Denver. 


H. C. Daines of Chicago spoke over the 
radio through station WLS in June, 1926, 
on ‘‘The use of records and standards in 
business administration.” 


At the Stamford, Connecticut, chamber 
of commerce meeting, September 20th, J. 
Pryse Goodwin, New York, spoke on 
arbitration. 


Abraham Greenspan has been admitted 
to the bar of the commonwealth of Massa- 
chusetts. 


An address called ‘Depreciation of 
estates and the value of life insurance in 
absorbing shrinkages’’ was delivered by 
Joel Hunter of Atlanta at a meeting of the 
Life Underwriters Association of Atlanta, 
June 24th. Mr. Hunter also spoke on 
October 7th before the Georgia Hotel 
Association on “‘Essentials of a hotel ac- 
counting system.’’ Mr. Hunter is serving 
as chairman of the Atlanta League of 
Women Voters committee formed for the 
purpose of increasing local registration. 


George K. Hyslop prepared a memoran- 
dum on Professor Ripley’s article called 
“Stop, look, listen,’’ which appeared in 
the Atlantic Monthly for September. The 
contents of Mr. Hyslop’s memorandum 
were mentioned in the New York Herald- 
Tribune of October 10th. 


J. Hugh Jackson, at present at Stanford 
University, California, has written an article 
called ‘‘Present tendencies in commercial 
education,” published in the June number 
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of The Accounting Review. Mr. Jackson was 
co-author with T. H. Sanders and A. H. 
Sproul of a second-year-course text entitled 
Bookkeeping and Business Knowledge, pub- 
lished by Ginn & Co. in August. At a 
meeting of the San Francisco chapter of the 
National Association of Cost Accountants, 
October 25th, Mr. Jackson spoke on 
“‘Cost accounting and the auditor.” 


E. L. Koehler, Chicago, has written an 
article entitled ‘“‘Reorganization and the 
income-tax law,’’ which was published in 
the National Income Tax Magazine for May, 
1926. 


W. E. Langdon, Columbus, served as one 
of the judges of election at the annual elec- 
tion of directors for the Columbus chamber 
of commerce. 


John T. Madden, New York, spoke on 
“The balance-sheet of the profession”’ at a 
meeting of the Society of Certified Public 
Accountants of New Jersey, October 19th. 
Mr. Madden also delivered addresses on 
“The accountant and the industry,’’ before 
the National Electric Light Association, 
October 21st; ‘“‘The case of the public 
utilities,” before the Rotary club of New 
York, October 28th; and ‘‘Some thoughts on 
present conditions in accountancy,” before 
the Pace Alumni Association, October 9th. 


George O. May, New York, has written a 
definition of cost accounting for the thir- 
teenth edition of the Encyclopedia Britan- 
nica, which has recently been published. 


Samuel Newberger, New York, delivered 
an address on ‘‘ How to increase profits by 
reducing costs,” before the Staten Island 
Land Owners Association, September 30th. 
The following articles by Mr. Newberger 
have appeared in the October issues of the 
magazines mentioned: ‘“‘How to get the 
most out of your cleaning and dyeing,” 
Cleaners’ and Dyers’ Review; ‘‘How to 
increase your profits in the linen supply 
business,’ Linen Supply News; ‘‘Impor- 
tance of accurate records,’’ Laundryman’s 
Guide. 


Homer S. Pace, New York, is acting as 
chairman of the accountants’ division in a 
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campaign to obtain subscriptions for the 
Young Women’s Christian Association. 
Fifty businesses, professions and trades are 
represented in the campaign. 


At the 19th annual convention of the 
National Association of Building Owners 
and Managers, an address entitled ‘‘ Budget 
making and cost analysis for apartment 
buildings’’ was delivered by Maurice E. 
Peloubet, New York. 


Paul W. Pinkerton, Chicago, delivered an 
address on ‘‘The prevention of failures in 
business,” before the Cincinnati chapter of 
the Ohio Society of Certified Public Ac- 
countants. Mr. Pinkerton has been made 
chairman of the entertainment committee 
of the Executives’ club of Chicago and also 
chairman of the alumni building committee, 
Morgan Park Military Academy, Chicago. 


The Private School News for October, 
1926, contains an article by Clarence B. E. 
Rosen, Boston, on private-school account- 
ing. This article is the first of a series of 
seven which are to appear in succeeding 
numbers of the publication. 


Theodore I. Schneider, New York, is 
conducting a post-graduate class at New 
York University, on the subject, ‘‘ Budget in 
the needle industry.”” The Women’s Ap- 
parel Merchant Magazine of June and July 
contain articles by. Mr. Schneider on 
‘Practical bookkeeping suggestions for 
jobbers and contractors in the needle 
trade,” and the August, September and 
October issues of the same magazine in- 
cluded answers by Mr. Schneider to 
accounting questions. 


At a meeting of the New York chapter 
of the National Association of Cost Ac- 
countants, September 14th, Charles H. 
Towns, New York, led a discussion on an 
article by William Z. Ripley called ‘‘Stop, 
look, listen,’ published in the Aflantic 
Monthly for September. 


Urban F. von Rosen delivered the address 
of welcome at a meeting of the American 
Railway Officers’ Association in Cleveland, 
October 4th. 


